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STATE PLANUNDER TITLEXIX OF theSOCIALSECURITY ACT 

STATE OF DELAWARE 

METHODS AND STANDARDS forESTABLISHING P A Y "  RATES -
INPATIENT HOSPITAL CARE 

Reimbursement Principle 

Effective for dischargeson or after July 1, 1994, the Delaware Medicaid programwill 
reimburse all acute care hospitals at prospective per discharge rates. 

The prospectiverates are set by accommodation type. Reimbursement rates have been set for 
two accommodationtypes: general services and nursery services. For each of these 
accommodation types, there are threecomponents to the payment: operating payment per 
discharge, capital paymentper discharge and ,medical education paymentper discharge. 

Rate Setting Method- Operating Payment 

The base year is the Delaware hospitals' 1992 fiscal year. The operating payment per 

discharge forthe base year was calculated by applyinga cost-tocharge ratio to allowed 

charges fromthe Medicaid claims data This allowed cost ,value wasthen divided by the total 

discharges to obtain the operating paymentper discharge. '' 


The cost-tocharge ratiowas identified fromFY92 hospital costreports;the categories of cost  


included in the cost-to-chargeratio are those related to routine services (including hospital

based physicians' costs and malpractice costs) and ancillary services. 


The allowed chargedata was taken fromthe FY92Medicaid claims data for Delaware 

hospitals. Medicaid allowable hospital-specific charges associated with inpatient revenue codes 

appropriate to the accommodation type were identified. The hospital-specific cost-tocharge 

ratio was applied to the allowed chargesto obtain total hospital-specific allowed costs for the 

accommodation type. 


The total hospital-specific allowed costs for the accommodation typewere then divided by the 

total number of discharges on the claims data for the accommodationtype to obtain the 

hospital-specific operating payment per dischargein the base year. 
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STATE OF DELAWARE 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES 
INPATIENT PSYCHIATRIC HOSPITAL CARE 

PsychiatricHospitalreimbursement is 8 prospectively set perdiem rate based on 
annually reported costs, not to exceed theMedicare rate for the same service. 
The rates are calculated by determining the previous year's total allowable cost (as 
defined by HIM-15) divided by the total number of patient bed days. The rates are 
recalculated annually for the reimbursement year (October 1 through September 
30)andinflatedusingtheinflationindicesdescribedin ATTACHMENT 4.19-0, 
Section 1.3, which is obtainedannually from the Department of Economics of the 
University of Delaware. 

4) 	 bad debts 
free care 

rate of 90% of uncompensated care. 

quarter, 

- 7 

JUN 15 1993TN NO.sP-31Q Approval Date 
Supersedes 
TN NO.SP-299 Effective Date 10/1/V 

V 



approval)  Effective  

, "',2.:';rzL?r;h',~'.~~~ .. ,..,.mw+&%i . . I -,>*.e -,.:w:!;Z- : ! p ' :  -., +,, . :2. ., . I 
i'.:.. . ' , . - ~ .c : ' .  ...d',* .!.;!>:P:yi@Q&;jp-<&y;. ; . .  

-._: .>., . . -A- ~ - .-.-------..I -.--_ .. ..- . . . . 

) 

-	 ATTACHMENT 4.1PA 
PAGE 1 

STATE PLAN UNDER TITLE XIX OF THESOCIALSECURITY ACT 

STATE OF DELAWARE 

METHODS AND STANDARDSFUR ESTABLISHING PAYMENT RATES -
INPATIEN" HOSPITAL CARE 

Reimbursement principle 

Effectivefor discharges onor after July 1, 1994, the Delaware Medicaid program will 
reimburse allacute care hospitals at prospective per discharge rates. 

The prospective ratesare set by accommodation type. Reimbursement rates have been set for 
two accommodation types: general services and nursery services. For each of these 
accommodation types, there are three components to the payment: operating payment per 
discharge, capital paymentper discharge and .medical education payment per discharge. 

Rate Setting Method - Operating Payment 

The base year is the Delaware hospitals' 1992 fiscal year. The operating payment per 
discharge for thebase year was calculated by applying a cost-tochargeratio to allowed 
charges from the Medicaid claims dad. This allowed costvalue was then divided by the total 
discharges to obtain the operating payment per discharge. '' 

The cost-tocharge ratio was identified from FY92 hospital cost reports; the categories of cost 
included in the cost-tocharge ratio are those related to routine services (including hospital
based physicians' c o s t s  and malpractice c o s t s )  and ancillary services. 

The allowed charge data was taken from the FY92Medicaid claims data for Delaware 
hospitals. Medicaid allowable hospital-specific charges associated with inpatient revenue codes 
appropriate to the accommodationtypewere identified. The hospital-specific cost-tocharge 
ratio was applied to theallowed charges to obtain totalhospital-specific allowed costs for the 
accommodation type. 

The total hospital-specific allowed costs for the accommodationtypewere then divided by the 
total number of discharges on the claims data for the accommodation type to obtain the 
hospital-specific operating payment per dischargein the base year. 
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METHODS AND STANDARDS FOR ESTABLISHINGPAYMENT RATES -
INPATIENT HOSPITAL CARE (Continued) 

Rate SettingMethod - capital Payment Per Discharge 

For the capital payment per discharge,a hospital-specific prospective rate was calculated for 
each accommodation typebased on a blended percentageof total costs for each hospital 
represented by capital. A hospital-specificcapital percentage was calculatedby dividing total 
allowable capitalcosts for the hospital by total allowable costs for the facility as reported on 
each facility's FY92 cost report. A Statewide capital percentagewas calculated by dividing 
total allowable capitalcosts for all Delaware hospitalsby total allowablecosts for all hospitals 
as reported on the cost report. The blended percentageis calculated by taking 75 percent of 
the hospital-specific capital percentage 25 percent of the Statewide capital percentage. 
This blended percentage is then applied to the hospital operating rate per discharge to obtain 
the hospital capital per dischargerate. 

Rate Setting Method- Medical Education Payment Per Discharge 

For the medical education payment perdischarge, a hospital-specific prospectiverate was 
calculated for each accommodationtype based on the percentage of total costs for each hospital 
represented by medical education costs, A hospital-specific medical education percentage was 
calculated by dividing total medical education,allowablecosts for the hospital by allowable 
total costs for the facilityas reported on each facility's FY92 cost report. This hospital
specific percentage is then applied to the hospital operatingrate per discharge to obtainthe 
hospital medical education per dischargerate. 

Rate Setting Method- Development of Implementation YearOperating Rates, Updates 
and Rebasing 

The new inpatient rates will be implemented effective State FY95. The hospital-specific 
operating payments per discharge havebeen established for the implementationyear by 
inflating the hospital-specific base yearcosts using the TEFRA target rate of increase limits 
published by HCFA. Base year costs were inflated from the midpoint of each hospitals' base 
year to the midpoint in State fiscal year 1995. 
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METHODS AND STANDARDSFOR ESTABLISHING PAYMENT RATES -
INPATIENT HOSPITAL CARE (Continued) 

Rate Setting Method- Development of Implementation YearOperating Rates,.Updates 
and Rebasing (Continued) 

The implementation year rates will be updated in FY96 using published TEPRA inflation 
indices. Ram willbe rebased using fiscalyear 1994 claims and cost report data for 
implementation in State FY97,and every three years thereafter. 

Other Related InpatientReimbursement Policies 

Outliers - High cost Medicaidcaseswill be identified and reimbursed. High cost outliers will 
be identified when the cost of the discharge exceeds the threshold of three timesthe hospital 
operating rate per discharge. Outlier cases will be reimbursed at the discharge rate plus79 
percent of the difference between the outlier threshold andthe total cost of the case. Costs  of 
the case will be determined by applying the hospital-specific cost to charge ratio to the allowed 
charges reported on the claim for the discharge.. 

Cases with low length of stav CLOa i There will be no interim payment for cases with an 
exceptionally long LOS. The hospital will submit a single claim for the discharge. 

transplants - Transplant cases will be treated as outliers and, when appropriate, will be subject 
to the outlier payment policy. Organ acquisition costs will not be reimbursed separately, but 
will be included in the per discharge rate. 

Transfers/readmissions - There will be no distinct payment policy for transfed readmissions 
between hospitals. These cases will be paid on a per discharge basis. The PRO will conduct a 
periodic review to monitorthese typesof cases and determine that dischargesare appropriate. 

B- For in-state cases and Out-of-Statehospitals receiving per diem payment thatspan 
FY94 and FY95,the cost associated with the days in FY94 will be reimbursed using the 
current methodology. The full perdischarge rate will be paid for the days of care in FY95. 
Out of State hospitals who already use DRGs or a per discharge methodology willbe paid the 
per discharge rate for all discharges on or after July 1, 1994. 
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METHODS A 6 STANDARDS FOR establishing PAYMENT RATES -
INPATIENT HOSPITAL CARE (Continued) 

Out-of-state Hospitals 

The operating, capital and medical education rates for acute care hospitalslocated outside o f  
Delaware will be paid at the lowest Delaware rate for the hospital category to which they are 
assigned. Three categories of Delaware hospitals have heen identified urban, rural and major 
teaching. Out of state teaching hospitals are defined as those-facilitieswhich itre members of 
the Council of Teaching Hospitals. Out of state urban hospitals are defined as non-teaching 
hospitals l o c a t &  in a metropolitan statistical area (MSA) as identified by the 1f.S. bureau of 
Census. Out of state rural hospitals ate defined as non-teaching hospitalslocated outside a 
metropolitan statistical area "MSA" as defined by the U.S. Bureau of Census.Out-of -Slaw 
specialty/rehab hospitals will be paid at the Medicaid rate established by the State in which 
they are located. 

Disproportionate Share hospital Payments 

In accordance with the provisions of Section IY23(b)( 1)(A)(J3) o f  the Social Security Act, the 
Delaware Medicaid Program will determine whether a hospital qualifies as "sewing a 
disproportionate shareof the poor". 

Medicaid defines uncompensated care as the cos t  of services to Medicaid patients, le\\ 1 1 1 ~ :  
amount paid by the State under the non-disproportionate share hospital payment provisions 01 

the State Plan. The cost of services to uninsured patients (thosewho have no health insurance 
or source of third party payments) less the amount of payments made by time patients is 
included in the definition of uncompensated care Any hospital meeting thc definition o f  a 
disproportionate share hospital will receive payments i n  accordance with Section 1923 ( c ) ( 3 ) .  
Hospitals meeting the standard are entitled to receive payments of ninety percent (90%) of its 
uncompensated car? amount 

Medicaid requires that the IYLj(d)(3) provision of the Act be met, which states that any 
disproportionate share hospital have a Medicaid utilization rate of a least one percent ( 1  %). 
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With the exceptions noted in 1923(d)(2)(A), medicaid also requires that the 1923(d) provision 
of the Act be met, which states that a n y  disproportionate share hospital have at least two (2) 
obstetricians who have staff priviliges at the hospital and who have agreed to provide obstetric 
services to individuals who are entitled to medical assistance for such services under the State 
Plan I 

Medicaid requires that the payment adjustments received by all disproportionate share hospitals 
not exceed, in the aggregate, the established limits each federal fiscal year as expressed in 

t-'I3 sectionof the Act as published annually in the HCFA Federal Register. medicaid also 
requires that the payment adjustments made to individual hospitals no( exceed one hundred 
percent ( 1 0 0 % )  of their established limits for the State fiscal year as expressed in  Section 
1923(g) of the Act. 

hospitals With new Programs/Services 

For hospitals who begin a new medical education program for which there is no historical cost 
or claims data, the medical education payment will he paid at the average percentage for the 
delaware teaching hospital category to which thcy are assignal. There arc two categories of 
Delaware hospitals with regard to teaching: major teaching hospitals are defined as thost: 
facilitieswhich arc members of the Council of Teaching Hospitals. Minor teaching hospitals 
are all other hospitals in the state with a medical education program recognized b y  the 
Delaware Medicaid program. 

Hospitals with other categories of new services canappeal their reimbursement ratesusing the 
appeals process. 

A.1. dupont INSTITUTE OF the NEMOURS foundation 

reimbursement Principle 

Effective for discharges on or after January 1 ,  1995 the medicaid Program will reimburse A . I .  
duPont Institute on the basis of prospective per discharge rates. Costs determined f o r  A. I .  
duPont are hospital-specific but otherwise determind using the same Inelhotlology as the other 
acute care  hospitals. 

A . I .  dupont's per discharge rate will be discounted by the institute through agreement with the 
Medicaid agency, n o t  to ex& the rate established for cornparable care in  Delaware's other 
large teaching hospital. rebasing and indexing of A . I .  duPont's costs w i l l  be done on the 
same scheduleas the other in-state acute care hospitals hut specific to their fiscal yea r .  


